102 CHAPTER 8

e total production of a firm ag the

_ hows th
26. At what output is long-run average cost at a mini- 2 ;::gyti?l?azor emplo ed increaS.BS- The qQuantitieg of
mum? q:-l' ther resources employed remain constant.
(@) 20 all 0 Gompute the marginal products of the first throygp,
zb; 38 tah.e eighth units of lapor and enter them In the tabje
C - -
(d) 50 ———— Maginal Ay
ro rod
27. If the long-run average total cost curve for a firm IS Units of or o-:l(:stcat'im i labor ’ Ia;:: y
downsloping, then it indicates that there ——'EP-QL'“"” *_B'-# 0
(@) is a minimum efficient scale 0 80
(b) are constant returns to scale 1 T
(c) are diseconomies of scale 2 Al o
(d) are economies of scale 3 330 T
28. Which factor contributes to economies of scale? : :gg ,
(a) less efficient use of capital goods ' " ]
(b) less division of labor and specialization 6 ‘
(c) greater specialization in management of a firm 7 :zg i
- .. D S

(d) greater difficuity controlling the operations of a firm

22. A firm is encountering constant returns to scalé when
it increases all of its inputs by 20% and its output in-

i the average products of the various

b. Now compu
hem in the table.

quantities of labor and enter t

c. There are increasing returns to labor from the first

creases by
(a) 10%
(b) 15% through the _ units of labor and de-
(c) 20% . - ,
(d) 25% creasing retu'ms fromthe _ through
the eighth units.

30. If economies of scale are limited and diseconomies
appear quickly in an industry, then minimum efficient scale

occurs at a
(a) high level of output, and there will be a few firms

(b) high level of output, and there will be many firms
(c) low level of output, and there will be few firms
(d) low level of output, and there will be many firms

. ™

B PROBLEMS

1. On the following graph, sketch the way in which the
average product and the marginal product of a resource

d. When total production is increasing, marginal prod-

uct is (positive, negative)"_ _ and when
total production is decreasing, marginal product Is

e. When marginal product is greater than aver-
age product, then average product will (rise, fall

' — , and when marginal product IS
ess than average product, the average product wil

3as?n thg graph below sketch the manner in which fixed
N variable cost, and total cost change as the outpu!
ne firm produces in the short run changes. '

change as the firm increases its employment of that
resource. |
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